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CHidTKR I 



ESTABLISHING THE PERFORMANCE BUDGET 
IN THE NAVAL ESTA3U SHMSNT 

Congressional Action. Public Law 162, Eightieth Congress, approved 
July 7* 1947 established the Commission on Organization of the Executive 
Branch of the Government under the direction of Herbert Hoover, chair- 
man • 

The Commission was bi-partisan with six (6) members from each 
party. The Commission began its work by defining some twenty-four (24) 
of the principal problems of the government and management. One of these 
problems was the need for reform in the method of budgeting. 

Task forces composed of some of the most qualified men in each 
field of endeavor were assigned to report and propose a solution to these 
problems. 

In the Commission's report to Congress under the section titled, 
"The Buaget" , the first recommendation was that the whole budgetary con- 
cept of the Federal Government should be refashioned by the adoption of 
a budget based upon functions, activities, and projects. This concept 
of budgeting they called "performance budgeting". 

The Congress accepted this recommendation of the "Hoover Com- 
uission" in tnis respect and through Section 11, P. L. 216, 3lst. Con- 
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gress, August 1C, 1949* it amended the National Security ;vct of 1947 
by incorporating under TITLE IV “Promotion of Economy and Efficiency 
through Establishment of Uniform Budgetary and Fiscal Procedures and 
Organization"; section 403 - Performance Budget. 

(a) The budget estimates of the Department of Defense shall be 
prepared, presented, and justified, where practicable, and authorized 
programs shall be administered, in such form ana manner as the Sec- 
retary of Defense, subject to the authority and direction of the 
^resident , may determine, so as to account for, and report, the cost 
of performance of readily identifiable functional programs and 
activities, with segregation of operating and capital programs. So 
far as practicable, the budget estimates and authorized programs of 
the military departments shall be set forth in readiny comparable 
form and shall follow a uniform pattern. 

(b) In order to expedite the conversion from {./resent budget and 
accounting methods to the cost-of -performance method prescribed in 
this title, the Secretary of each military department, with the 
approval of the President and the Secretary of Defense, is authorized 
and directed, until the end of the second year following the date of 
enactment of this Act, to make such transfers and adjustments within 
the military department of which he is the head between a^ipropriations 
available for obligation by such department in such manner as he deems 
necessary to cause the obligation and administration of funds and the 
reports of expenditures to reflect the cost of performance of such 
programs and activities. Reports of transfers and adjustments made 
pursuant to the authority of the subsection shall be made currently 

by the Secretary of Defense to the President and ohe Congress. 

Although the Congress had not passed a law establishing the sys- 
tem of performance budgeting in the federal government prior to 1949* it 
does not follow that the Congress was without opinion on the subject. On 
the contrary, as far back as January of 194& the members of the subcommittee 
on Naval Appropriations requested that the Secretary of the Navy take steps 
to submit a revised budget which would clarify management and fiscal re- 
sponsibility in the Department of the Navy. 

As a resuit of the recoxnmendations of this committee on appro - 



^ec. 11 Jr. 



L. 216, 8lst. Congress 
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priations, the Navy set out to correct uefects existent in the old appro- 
priations structure. The most apparent defects in the old structure (i.e. 
for Fiscal year 1947) were; 

1. The cost of every primary Navy function was charged to numer- 
ous appropriations. 

(a) Contributing appropriations cut across functional and or- 
ganizational lines. 

(b) Appropriations overlapped. 

2. Fiscal responsibility was diffused because; 

(a) Activities were financed from diverse sources. 

(b) Activities had many fiscal masters. 

(c) As a result, fiscal management "was divorced fro^" manage- 
ment responsibility. 

3. Internal management was difficult because: 

(a) Bureaus were involved in the fiscal affairs of numerous 
activities over which they did not have management control. 

4* Effective budget presentation was difficult because; 

(a) Fiscal requirements for each primary function were pre- 
sented in " piecemeal" fashion. 

(b) Contributing appropriations were justified by bureaus 
which did not have principal management responsibility. 

(c) Contributing appropriations emphasized the H mecns w rather 
than the '•end' 1 . 

(d) As a result, it was impossible to present clear and con- 
cise estimates to Congress and the Bureau of the Budget. 

These defects were rectified to some limited degree through the 

reduction of the number of appropriations from 6l to 48 between 194 & &nd 

1950. 



•Vith the introduction of Performance Budgeting the Nave's Dudget 
for fiscal your 1951 contained 21 appropriations. In fiscal yuar 1954 
the Navy showed 22 main appropriations. 

Navy Action . In march of 1949 during the house hearing on the 
National Military Establishment appropriation Bill for 195°* admiral 
Herbert Hopwood, Director of Budgets and Reports, Department of the Navy, 
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stated his vie//s on the Hoover Commission recc— aendation for a perf ormance 
budget. He stated that the navy already had a budgeting and accounting 
system established similar to that recommended by tne Hoover Commission 
in February, 1949* admiral Hopwood told the Committee tnat the Navy's 
efforts for 1951 would be directed to comply with a directive from tne 
Director of the Bureau of the Budget sent to the Secretary of Defense 
stating that in 1951 he wanted the Army and Navy appropriation structure 
to be revised in line with the budget recommended by the Hoover Coni' iiss ion. 

In November of 1953 » the Secretary of the Navy, before prepared- 
ness Subcommittee $3 for the Implementation of TITLE IV of the National 
Security Act Amendments of 1949 » Senate Armed Services Committee stated 
the progress made by the navy *vith respect to the implementation of 
HTnE IV. 

The Secretary said that: 

TITLE IV requires the adoption of a program or performance budget 
which focuses attention upon programs: (l) objectives to be attained; 
(2) cost; (3) accomplishment. It also requires the segregation of 
operating and capital programs. Fortunately, the Navy has long been 
so organized as to facilitate the identification of functional pro- 
grams. The annual objectives for each program are defined in the Basic 
Naval Establishment Plan, which is revised during the year as planning 
progresses. Thus, functional programs in the Navy are given reality 
and meaning by identification with responsible organizations, stated 
missions, and specific objectives. 3 

Secretary Anderson stated that in order to properly implement the 
performance budget structure it was necessary to revise completely the 
appropriation and fund accounting system of the Department of the Navy. 

He said that this has be in accomplished 'n a manner which permits the 
accumulation of costs consistent with the budget structure. ^ 



Q 

-'Statement of the Secretary of the Navy before Preparedi ess Sub- 
committee ,f3 for the Implementation of TITnE IV of the x.ationd Security 
ac t Amendments of 1949 - Senate ^rmed Services Committee, Pp. u-7 

^ Ibia . P . 7 
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From the statements of Secretary of the Navy » Andersoa, ana admiral 
rtopwood it appears as though the Navy Department has in its opinion pro- 
gressed rapidly along the lines set forth by the Congress in Section 403 
of TITLE IV. 

Whether the Navy has or has not progressed along the desired lines 
will be discussed in the following chapter which discusses what tne Con- 
gress and the Navy Department interpret to be the meaning of performance 
Budgeting and the principles that have evolved as being commonly accept- 
able to both as a basis for proper presentation of a performance budget. 



CHAPTER II 



./HAT IS pERFORI^ANCE BUDGETING 

This chapter puts forth various definitions of a performance bud- 
get by the Department of the Navy, Congress, the Treasury Department and 
private persons involving themselves with governmental budgeting. 

From these definitions, it will be shown, has evolved a set of 
commonly acceptable principles applied in developing the system of Per- 
formance Budgeting which will consolidate all costs under a given program 
so that instead of a mass of unrelated data, all who are involved with 
the Federal Budget will clearly understand what the tax money is doing 
for the U. S. In the case of the Navy Department we hope to establish a 
clear picture of what is being bought in terms of National Security. 

Definitions of Performance Budget. The Secretary of the Navy: 

The performance or program budget focuses attention upon programs: 

Cl) Objectives to be attained 

(2) Cost 

(3) Accomplishment 

It also requires the segregation of operating and capital programs. 

jjjr • Robert L. L. mcCormick: 

Tne new Buaget will present two plans, the financial plan, in 
tables of figures and the program plan in narrative style, with the 
two related through performance data. ^ 

Treasury Department: 

Before the adoption of the Performance Budget Federal agencies 

tat erne nt of Secretary of the Navy on. cit . , r. . 0-7 

^Newsletter by Robert L. L. rncCormick, Director of Research, mem- 
ber of Citizens Committee for the Hoover Report P. 2 
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presented requests for appropriations in ter; s of certair standard- 
ized "objects of expenditures" each of >*hich represented a particular 
type of service or material to be paid for. The "object" classifica- 
tion was often very useful in analysis but as a basis for presenta- 
tion of the budget, it had serious limitations. The object scheaule 
of budgeting did not adequately reveal to reviewing authorities v/hat 
.vas being done ana what would be done if they approved the budget. 

The performance budget reduces the object schedule to a supporting 
role and puts primary emphasis wnere it belongs - on the programs for 
which the Bureau is requesting money. The perf oruiance budget is based 
on bureau activities, that is upon the things the bureau proposes to do. J 

Committee on Armed Services. House of Representative s -- The re- 
port of the Committee covered those items which later became known as 
TITnE IV of the "National Security *ct Amendments of 1949” • In explaining 
the provisions of Section 403 » the Committee reported as follows: 

that the budget estimates of the National Military Establish- 
ment be formulated, presented, and justified, and authorized programs 
administered, in a manner that clearly reflects the cost of perfor- 
mance of functions and activities that can be identified readily as 
self-contained integrated operations. . . .The subsection requires 
that operating and capital costs be separated. . . .Subsection (a) is 
Intended to eliminate. . .difficulties by financing each identifiable 
project or budget program from a single source, thus clearly fixing 
management responsibility, simplifying reporting, and permitting 
departmental management and the Congreso to move easily to determine 
costs and to evaluate progress and accomplishments. Its effect is 
to make the oudget structure parallel the management structure. Thus 
the cost of performance of functions and activities will be reflected 
clearly. ^ 

Principles . From these definitions of a Performance Budget there 
did evolve a pattern by which the Naval Establishment could set up a 
system through which they might carry out their responsibilities as set 
fortn under TITLE IV of the National Security Act of 1947 as amended. 

The Committee on Armed Services, House of Representatives stated 
tne following principles: 



•^Performance reporting - J.S. Treasury Department, iiay 195° 2 

Vs. Congress, House, Committee on ^r »ed Services, 3lst. Congress, 
1st. session, Report ,71064 on Reorganizing Fiscal management in the 
rational Military Establishment (Washington, £>. C.: U.S. Government 

Pr 'ntin^ Office , 1949) 3-4- 
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lihsic jrTiuci; lea. The underlying principles of the performance 
Dudget contemplates: 

(a) that all costs relating to a logical and identifiable program 
be included as a project or a oudget program for presentation and 
justification by the depart aent concerned to the Bureau of the 
Budget, the President, and the Congress, and for admini strati on 
and reporting after the appropriation of monies; 

(b) that there be a logical and, so far as practical, uniform 
grouping of projects or midget programs by the primary functions 
of the military departments , with this grouping parallelling so* 
far as possible, the organization and management structure; 

(c) that there be a segregation Detween capital and current 
operating categories. 5 

Problems Involved in Developing, a irerformance Budget. I n order 
to implement TL TIE 17, the Navy was forced to recognize the problem with 
which it was confronted, to develop a base from which it could develop 
logical programs, and to develop a system of costs which would in fact 
relate costs to the objectives that would be obtained with the budget 
dollar. 



In 195 ° the problem that was causing most concern was that of a 
defective appropriation structure. Even with improvements made in the 
appropriation structure which reduced the number of appropriations from 
6l to 43 during the period 194^-195° » the basic defects in the appropria- 
tion structure as it existed in 1950 .;ere very similar to those that 
existed in 194&« They were; 

1) Appropriation requests were formulated along program or 
functional lines. No bureau or office could accurately account for the 
cost of conducting important programs. 

B) Fiscal responsibility was diffused, with the result that in- 
ternal management was complicated. Lack of uniform theory of appropria- 
tions structure resulted in the intermingling of appropriations based on 



Ibid. N. 



5 



organizational concepts. 

Correction of the stated weaknesses was the approach used in 
formulating a performance budget by the Navy to implement TITpE IV. 

As a starting point in its performance budget the Navy decided to 
base its appropriation structure on the development of Programs. A pro- 
gram was defined as a "complete plan of action to accomplish an objective 
or as an area of primary interest or significance" . 

Programs were subdivided into: (l) activities identifiable seg- 

ments of a major program which indicate purpose, objectives or service 

rendered by the program and (2) sub-activities the elements contributing 

to the development of the activity. 

The next step after this decision to break programs into activities 
ana sub-activities was to set uown a set of principles that would be used 
as a basis for determining major programs. It ai^ears that tne intention 
to define programs would be to indicate in the appropriation bill, which 
must be passed by the Congress, the exact nature of the Navy's business 
activities. 

The following principles were formulated as a basis for determining 
major programs: 

(1) The primary objective of the performance nudge t structure 
should be to provide top management with information for purposes of 
consideration and control on the basis of broad programs, representing 
either plans of action to accomplish an objective or areas of primary 
interest or significance. 

( 2 ) The cost of a program should be 'ncluded in a single appro- 
priation when feasible. 

(3) The budget should be formulated on the basis of two types of 

programs: capital programs such as Construction of Ships , and 

^Department of Navy, Concept of the Navy's 19jl rerformance Budget, 
Navy Publications Nav Bxos, P. 683 (office of Budget and Reports, Feb. 195^) 

r. 6. 
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o berating programs such as Ships ana facilities , those representing 
areas of primary interest such as military personnel, and those of a 
service wide nature such as certain supply , coi/munication, and admin- 
istrative operations. 

(4) In assigning budgeting responsibility by programs, funds 
should be allocated, to the maximum extent possible, to basic programs. 
Funds should be included in service .vide programs only when it is not 
considered feasible to allocate such funds directly to the basic pro- 
grams receiving of the service involved. 

(3) The programs selected should lend themselves to comparison 
with similar programs of the iiir Force and **rmy. 

(6) Fiscal management must parallel management responsibility. 

(7) Fiscal responsibilities should be assigned with the view of 
accomplishing, whenever possible, the following objectives: 

(a) Simplifying internal management by having bureaus and offices 
control the fiscal offices of only those shore installations over 
which they have primary manogement control. 

(b) Facilitating fiscal control by causing all expenditures for 
a shore installation to be made under allotments from a single 
bureau or office, 

(c) Bringing about effective budget presentation for installa- 
tions of the shore establishment by presenting the complete cost 
of operating such activities. 

The determination of major programs proved to be the most difficult 
problem that confronted the Navy in developing the Performance Budget. 7 

For Fiscal year 1934 the Navy has developed these principles to 
the extent that they now present to the Congress as the Navy' s plan of 
action, 22 broad fjrograms which if properly administered will permit the 
Navy to carry out its assigned mission in the 1.3. lit ary Establishment. 

appropriation Structure, F. Y. 1954. As a basis of comparison with 
and analysis of the principles just listed, the v.riter deems it necessary 
to ^resent Na/y appropriations for Fiscal year 1934* If should be readily 
seen that these expropriation titles bring into focus the areas of most 
importance such as military personnel. Capital programs such as Construc- 
tion of Ships and also operating programs such as ...arine Corps Troop and 
Facilities are also high-lighted in the appropriations for Fiscal ye^r 1^J4» 



^Kelchner, op. eit., Pp. 143-144 
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In order to give the reader an idea of the Navy concept, the vvriter 
nas listed here these 22 broad programs and included a brief description 
of the scope of each. 

1, Inilitary Personnel, Navy 

For pay, allowance, subsistence, Interest on deposits, gratuities, 
clothing, permanent change of station travel (including expenses of 
temporary duty between permanent duty stations) , training duty travel 
of midshipmen paid hereunder, and transportation of dependex.ts, house- 
hold effects, and privately owned automobiles, as authorized by law, 
for regular and reserve personnel on active duty (except those on active 
duty while undergoing reserve training) , midsnipiuen at the Naval n.caaeny 
and aviation cadets. 

2. Military Personnel, Naval Reserve 

For pay, allowances, clothing, subsistence, gratuities and travel, 
as authorized ny law, for personnel of the Naval Reserve on active 
duty while undergoing reserve training, or while performing drills 
or equivalent duty, regular and contract enrollies in the Naval Reserve 
Officers' Training Corps ; and retainer pay authorized by the act of 
August 13 , 1946 (34 USC 1020h) . 

3> Navy Personnel, General Expense s 

For expenses necessary for general training, education anu admin- 
istration of regular and reserve personnel, including tuition, cash 
book allowances of not to exceed $50.00 for each Naval aviation college 
program student, and other costs incurred at civilian schools, general 
training aids and devices, procurement of military personnel, and 
authorized annuity premiums and retirement benefits for civilian mem- 
bers of teaching staffs; maintenance and operation of Navy training 
and personnel facilities, including the Naval academy, Naval Host 
Graduate School, Naval War College, Naval Home, Navy training schools 
anu facilities, disciplinary barracks, and retraining commands; rent; 
hire of motor vehicles; not to exceed $ 30.00 per person for civilian 
clothing, including an overcoat when necessary, for enlisted personnel 
discharged otherwise than honorable; welfare and recreation; medals 
and other awards; research and development; and departmental salaries. 

4 . ivlilitary Personnel, , mrine Corps 

For pay, allowances, subsistence, interest on deposits, gratuities, 
clothing, permanent change of station travel (including expenses of 
temporary duty between permanent duty stations) , and transportation 
of dependents, household effects, and privately ov/ned automobiles , as 
authorized by law for regular anu reserve personnel on active duty 
(except those on active duty while undergoing reserve training). 
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5 » Ifolitary Personnel, marine Corps Reserve 

For pay, allowances, clothing, subsistence, gratuities and travel, 
as authorized by law, for personnel of the marine Corps Reserve anu 
tne Ilarine Corps platoon leaders class on active duty while undergoing 
reserve training, or while performing drills or equivalent duty. 

6, 'arine Corps Troops and Facilities 

For necessary expenses of troops and facilities of the i-arine Corps 
not otherwise provided for, including maintenance and operation of 
equipment and facilities, and procurement of military personnel, 
training and education of regular and reserve personnel, including 
tuition and other costs incurred at civilian schools; welfare and re- 
creation; not to exceed $ 30.00 per person for civilian clothing, in- 
cluding an overcoat when necessary, for enlisted personnel discharged 
other than honorably; research and development, procurement and manu- 
facture of ordnance, ammunition, and other military supplies, equipment 
and clothing; x^rchase, for replacement only, and hire of passenger 
motor vehicles; transportation of things; industrial mobilization; rent 
medals, awards, emblems and other insignia; care of the uead; and de- 
purtmental salaries. 

7« Aircraft and Facilities, Navy 

For exx^enses necessary for maintenance, operation, anu modification 
of aircraft; maintenance, operation and lease of air stations, ana 
facilities, testing laboratories, fleet and otner aviation activities; 
procurement of services, supplies, special clothii.g, tools, materials, 
and equipment, including rescue boats; rese .rch and development; in- 
dustrial mobilization; aerological services, supplies, and equipment 
for the Navy and Marine Cor£>s; and departmental salaries. 

3. Aircraft era Related Procurement, Navy 

For construction, procurement, and modernization of aircraft and 
equipment, including ordnance, spare parts, and accessories thereof; 
expansion of public. . .i^rivate plants including the land necessary 
therefor. . .and such land, and interests tnerein, may be acquired and 
construction prosecuted thereon prior to approval of title by the 
Attorney General. . .procurement and installation of equipment in pub- 
lic or private plants; and departmental salaries necessary for the 
purposes of this appropriation, to remain available until exxjended. 

j. Shins and Facilities. Navy 

For expenses necessary for design, maintenance, operation and al- 
teration of vessels; maintenance and operation of facilities; procure- 
ment of plant equipment, appliances, and machine tools, and installa- 
tion thereof in public or private plants; procurement of equipment, 
supplies, special clothing and services, including subsistence and 
otner expenses of civilian crews of vessels; installation, maintenance 
and removal of ships' ordnance; lease of facilities and docks; charter 
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ana hire of vessels; relief of vessels in distress} maritime salvage 
services; research and development ; industrial mobilization; and de- 
partmental salaries. 

10. Construct ion of Ships, Navy 

For an additional amount for "Construction of Ships" , to remain 
available until expended. . . . 

11. Construction of Shins (Li uiaation of Contracts authorization), Favy 

For liquidation of ooligdtions incurred pursuant to authority here- 
tofore granted under this nead. . .to remain available until expended. 

12. Shipbuilding and Conversion, Favy 

For expenses necessary for tne construction, acquistion, or conver- 
sion of vessels as authorized by law, including armor and armament 
tner-jof, plant equipment , appliances, and machine tools, and installa- 
tion thereof in public or private plants; ana departmental salaries 
necessary for the purposes of this appropriation. . .to remain avail- 
able until expended; Provided, the. t the unexpended balance of the 
appropriation "Ordnance for snipbuilding and conversion" is hereby 
merged with this appropriation: Provided further , that the total of 

obligations incurred under the heaus "Shipbuilding ana conversion" 
and "Ordnance for shipbuilding and conversion". . .shcdl not exceed. . . . 

lj. Ordnance and Facilities, Navy 

For expenses necessary for the production and procurement of I.avp 
Ordnance and ammunition (except ordnance for new aircraft, new ships, 
and ships authorized for conversion); alteration, preservation, and 
handling of ordnance and ammunition; maintenance of oranance (except 
installation, maintenance, and removal of ships’ orun&nce, and line 
maintenance of oranance installed in aircraft); maintenance and opera- 
tion of ordnance facilities; procurement of equipment, supplies, special 
clothing and services; procurement of £ lant equipment aij.lianc=s, and 
machine tools, and installation thereof in naval or private plants, 
lease of facilities; research and development ; industrial i lobilizat ' on , 
ana departmental salaries. 

1 h. Oranance for New Construction (Li.iuidatlon of Contract Authorization) 

For liquidation of obligations incurred pursuant to authority here- 
tofore granted under this head. . . . 

l5» I.'ecti-cal Care, .aw./ 

For expenses necessary for maintenance and operation of naval hospi- 
tals, medical centers, clinics, schools, research facilities, and other 
naval activities; procurement of ambulances , medical and dental supplies, 
equipment and services; rent; instruction of medical personnel in naval 
hospitals, naval schools, and civilian scnools; research and aevelopment; 
industrial mobilization; c=re of the dead; and departmental salaries. 
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16. Civil Engineering. Navy 

For expenses necessary for maintenance and operation of district 
public works offices, public works centers, construction battalion 
centers, defense bousing projects, otner civ-1 engineering facilities, 
and shore activities not otnerwise provided for; procurement of ser- 
vices, sup-lies, and equipment for the foregoing activities; purchase 
ana hire of passenger motor vehicles; research and development; engineer- 
ing services; industrial mobilizat ion; ana departmental salaries. 

17. military Construction, i T avy Civilian Com onents 

For construction, acquisition, expansion, rehabilitation and con- 
version of facilities for tne training and administration of tne re- 
serve components of the Navy and Narine Cories. . .and land and Inter- 
ests therein may be acquired '-ad construction prosecuted thereon prior 
to the approval of title by the Attorney General. . .to remain avail- 
able until expended. 

13, Faciliti-s, ITavy 

For expense necessary for ac uiisitioi , construction, and installa- 
tion of production facilities ana ; quipmert, and test facilities and 
equipment (other than those for research and development) , including 
the land necessary therefor. . .and such land, and interests therein, 
may be acquired and construction prosecuted thereon prior to the approval 
of title oy the Attorney General. . .such amounts as may be determined 
by the Secretary of the Navy, and approved by the Secretary of .defense 
and the Bureau of the Budget, and said amounts shall be derived by 
transfer from any appropriations available to the department of the 
Navy, during the fiscal year 1954 for procurement of equixmient for 
installation or use in private plants. . . . 

19 . Research, Navy 

For conauct ana encouragement of research «nd develox-ment , not 
otnerwise .rovided for; dissemination of scientific information; ad- 
ministration of patents, trade -tuarks , and copyrights; maintenance ana 
operation of research and development f- eilit'ies; development , in- 
stallation, and maintenance of sx»scial devices (including sxjecxalized 
housing therefor); procurement of supplies, services, and equipment; 
departmental salaries; andother expenses necessary in carrying out 
the act of august 1, 194& (5 d.S.C. 475) » to remain available until 
expended . 

20. Service-vvide Supply and Finance, ITavy 

For expenses necessary for maintenance and operation of service- 
wide supx-ly and finance activities, including oiipply depots and centers, 
market and purchasing offices, supply aeuand coutrol points, fleet 
fueling facilities, oversears air cargo terminals, regional accounting 
and disbursing offices, the material catalog office, the cost insx-ect'on 
service and other service -wide sujDply and finance facilities, as de- 
signated by the Secretary; procurement of supplies, services, special 



clothing, and equipment; rent; intra-Navy trans^ortat ion of things 
and transportation of household effects of civilian employees; 
research and development; industrial mobilization ; losses in ex- 
change and in the accounts of disoursing officers, as author zed Dy 
law; and departmental salaries. 

21, Service- ide Operations, Navy 

For expenses necessary for maintenance and operation of the Naval 
Observatory, tne Hydrographic Office, Service-wide Coim lunications , 

Naval Records Centers, Naval District Headquarters (except training 
offices). River Commands, and other service-wide operations and func- 
tions not otherwise provided for; procurement of supplies, services 
and equipment for activities financed hereunder; Latin -American coopera- 
tion. . .for emergencies and extraordinary expenses. . .to be expended 
on the approval and authority of the Secretary, and his determination 
shall be final and conclusive upon the accounting Officers of the 
Government; and departmental salaries. 

22. Naval Petroleum Reserves 

For expenses necessary for exploration, ^respecting, conservation, 
development, use, and operation of the naval petroleum reserves, as 
authorized by law. . .to remain available until June JO, 1955: Pro- 

vided, that the unexpended balances of appropriations heretofore maue 
available under the heads "operation and conservation of naval petroleum 
reserves" and "Naval petroleum reserve Numbered 4, Alaska" shall be 
merged with this appropriation. ° 



^The Budget of the United States Government for tne Fiscal Year 
e ding June 30, 1954 ( Washington, u. C. ±9 5j)J rp. 536-&10. 



CHAPTER III 



PERFORMANCE REPORT! EG 

Tiie definition of programs and the development of the activities 
and projects within the scope of these programs is only one of the facets 
of a performance budget* After the programs to be presented to Congress, 
in the form of the ITavy Department’s budget, are formulated, the bureau 
primarily responsible for the execution of this program must necessarily 
supplement this program with justified data which will support the bureau's 
estimate or request for funds to operate within this program for the next 
Fiscal year. In order to gather accurate data which can be used in justi- 
fying a program, some system must be maintained by the bureaus and depart- 
ments. This system for purposes of this paper will be called “Performance 
Reporting" . 

In order to give a broad concept of this phase of Performance 
budgeting, this chapter is written to parallel the previous chapter in that 
here is presented definitions, and principles offered by Doth civil and 
governmental agencies. 

Definitions. 

The new performance budget offers great potential advantages, but 
these cannot be realized until certain changes are made in the reporting 
and accounting systems which provide the data that go into the uudget. 

If a bureau is going to base its budget on its activities it has 
to get financial and operational reports, on each activity so that it 
can show for each of them workload and accomplishments on the one hand, 



